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INTRODUCTION 


Polk County has been involved in a planning program for several years. 
Various planning studies have been prepared by the Planning Board which 
include the following: 1) Land Use Survey and Analysis, 2) Land Use Plan, 
3) Population and Economic Study, 4) Zoning Ordinance, 5) Subdivision 
Regulations, 6) Community Facilities Plan, and 7) Updated Iand Development 
Plan, 

The aforementioned studies are all a part of the comprehensive planning 
process--a capital improvements budget is also a part of the process. A 
capital improvements budget can be an effective tool in implementation of 
both the land development goals and community facilities goals. 

Capital budgeting is a relatively new tool used by public officials to 
insure an orderly and financially sound plan of community improvements, It 
enables the county to summarize its present financial status, project oper- 
ational requirements, determine priorities for implementation of the public 
improvements and recommend a general schedule of capital improvements over a 
set period of time. Not only is the capital budget a means of achieving the 
long-term goals of planning but it is also a means of achieving efficient 
governmental administration, 

It should be emphasized that the capital budget, although prepared for 
a six-year period should be subject to annual revision. With this revision 
the budget is updated an additional year so that at all times it remains a 
six-year program designed to improve Polk County's facilities and services. 

Demand for service is increasing all over the nation. This increased 
demand has been brought about by two developments: 1) the number of people 


requiring services is increasing rapidly in most urbanized areas, and 2) the 
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population as a whole is demanding an even higher level of service. 

Every locality of i size finds it necessary to expend substantial sums 
of money each year for the land, buildings, materials, constructian and 
equipment needed to provide facilities for the protection of the community 
and to supply the numerous services demanded by the citizenry. Budgets 
usually distinguish between funds which are to be expended for the physical 
plant and equipment and those expended for salaries, operations and public 
service, The physical facilities are variously designated as "public 
improvements," "public works," "capital improvements." The expenditures for 
those facilities are usually called "capital expenditures" or "capital out- 
tayiss" 

Since capital improvements have a vital influence in determining the 
degree and direction of community development and since the cost of such 
improvements represents a sizable portion of all county expenditures, it is 
of utmost importance that all capital improvements projects be developed as 
related items in the integrated program. The failure to coordinate properly 
individual projects may result not only in serious financial dislocations to 
the community, but also may be highly detrimental to its proper physical 


development. 


Benefits From Programing 


The benefits to be derived from the programing of public works are 
numerous, ln the first place, programing requires the heads of operating 
departments to plan for the future and to anticipate their needs for capital 
expenditures over a period of years. Secondly, programing offers a better 


prospect for getting first things done first. It establishes a firm basis 
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for budgeting decisions and helps to insure that current decisions will be 
related to future trends. Thirdly, from the standpoint of economics, a sound 
capital improvements budgeting program may produce substantial savings and 
point the way toward needed budgetary or financial reforms, which have a 
lasting value on improving over-all county management. Programing of the 
improvements often makes it possible to achieve economies of scale through 
the acquisition of land as sites for public buildings, and other facilities 
at a more opportune time since the future needs can be anticipated in advance 
of the actual budget authorization and hence the land may frequently be 
acquired at lower figures, As a result of capital budgeting, engineering 
plans may be prepared well in advance of construction, thus making more time 
available for checking and re-checking. Furthermore, through programing, it 
is possible to anticipate and facilitate a more even work program, thereby 


minimizing lay-offs, rehiring, etc. 


Capital Improvements Budget 


Prior to 1920, very few municipalities or counties had any experience © 
with capital budgeting. Today such budgets are common in even the smallest 
municipalities and counties in the United States. These localities have > 
realized, because of such budgeting, a definite reduction in costs of capital 
expenditures. This cost reduction is possible because a capital outlay is 
related to financial resources, resulting in the stabilization of expenditures 
for capital items. The budget also makes it easier for the legislative body 
to make budget decisions. 

There is a need for a financial analysis to be completed which indicates 


reliable information of the present and future ability of the community to 
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pay for the cost of Pee tehibn and maintenance of all public improvements. 
This determination Penlea be based on three factors: 1) estimates of the 
present financial resources and probably future trends in revenues and 
expenditures; 2) an appraisal of the various factors influencing the oper- 
ation of the program and 3) ascertainment of the legal limitation and prior 
commitments which restrict the freedom of the city to adopt a particular 
policy. From these considerations, the County must determine the amount of 
funds available for the construction of public improvements. 

There are two phases to the financial analysis, The first is a review 
of current expenditures, fixed charges and debt service over the past several 
years and an estimated projection of these items over as many years as is 
practical. lin making these projections, the goals of each department should 
be considered along with the measurement of needs for these specifics. 

The second phase of the financial analysis is the complete review and 
projection of the revenue structure, Revenue forecasting can be done by 
extending growth trends, but plans for local land, the economic base of the 
community, employment trends, population growth, etc., must also be taken 
into account. 

Therefore, it is the purpose of this study to analyze and list the 
facility recommendations in the Community facilities Piewie for Polk County 
that are still valid, In addition to the recommendations in the Community 
Facilities Plan, discussions were held with various County officials to 
determine shifts in or additions to the recommendations made since completion 


of the plan. 


| Commmity Facilities Plan for Polk County, Department of Natural and 
Economic Resources, Division of Community Services, 1972. 
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It should be pointed out that the scheduling of these improvements, as 
eee forth in this study, is based on discussions with County officials and 
which will be subject for re-examination yearly. The cost of improvements 
changes rapidly and renders plans obsolete unless given periodic and con- 
tinuing attention. This Capital Improvements Budget for Polk County will 
present, perhaps, a guide for a more orderly development of the Coumty as 


based on existing trends and existing assumptions. 
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DEFINITIONS 


In a study of this kind, it is important to understand the meaning of 
terms used. The following terms should help acquaint the reader with further 


knowledge about revenues and expenditures of the county budgeting process. 


Bond Rating. Bond ratings are simply an indication by a numerical score 
or a letter grade of the quality of the locality's credit capacity. A good 
credit rating is of great importance to an issuer of bonds since it has a 
direct bearing on the relative cost which must be paid on its obligations. 
Bonds with a particular letter rating may sell with a yield from one-tenth to 
one-quarter of 1 percent lower than a bond with the next lower letter grade. 
For example, the difference of one-quarter of 1 percent for $1,000,000 in 
bonds over 20 years represents $50,000. It is easy to project the potential 


savings in interest costs through improved bond ratings.+ 


Bonding Capacity or Debt Limit. The maximum amount of bonds outstanding 
which a locality may have at any one time. Usually stated as a percentage of 


total assessed valuation (appraised valuation after July 1, 1973). 


Unencumbered Bonding Capacity. The difference between the bonding 


capacity of the municipality and the total bonds outstanding, 


Capital Improvements. Expenditures of funds for the acquisition of land, 
construction of buildings or other types of physical plants, and may include 


the purchase of equipment such as bookmobiles, police cars, and ambulances. 


tBond Ratings, Local Government Commission, Raleigh, N. C., 1970, p. 3. 
ie 
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The items purchased or constructed have a relatively long life, usually ten 
to fifty years, and require a substantial expenditure of funds. I%t may also 
include items having a lifetime of less than ten years or the hiring of 


additional personnel. 


Assessed Valuation, The dollar value of all taxable property within a 
municipality or county. Includes real property, personal property, public 
utility property, and automobiles and trucks. Presently, the assessed 


valuation for Polk County is based on 50 percent of appraised value. 


Special Assessment or Benefit Assessment. Assessments are sometimes 


levied for construction of an improvement which benefits only certain proper- 
ties, such as paving and curb and gutter on an unpaved street. Special 
assessments usually apply also to churches, institutions, etc., that are 
ordinarily exempt from property taxes. General obligation bonds sold by a 


locality are sometimes repaid through benefit assessment. 


General Obligation Bonds. Bonds issued by a locality for general improve- 
ment and the debt retirement (principal and interest) are pledged by the full 
faith and credit of the locality. The locality will use all resources avail- 
able to pay off the bonds. State laws regulate general obligation bond sales 
by any locality. The bonding capacity or legal debt limit for general obli- 
gation bonds for North Carolina counties is limited to 5 percent of assessed 
valuation except for bonds issued for hospital purposese~ The limitation on 
debt for school purposes is 5 percent of assessed valuation, except when a 


county has assumed all school districts! debt, then the limitation is $ percent 


if 
North Carolina General Statutes (G.S. 131-126.23). 
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of assessed et an se The debt limit will be changed effective July l, 
1973." Generally, bonds cannot continue for longer than the useful life of 
the improvement for ues the bonds are issued. ‘State law specifies maximum 
length of terms for the following improvements: 1) funding or refunding 
bonds--50 years, 2) public buildings (with provisions)--40 years, 3) water 
systems or sanitary sewer systems--40 years, and 4) lands for public parks 
and playgrounds, including improvements, buildings, and equipment--40 years.” 
The State specifically defines the purposes for which bonds may be issued and 


4 


taxes levied by law. 


Revenue Bonds. Bonds issued by a locality for construction of revenue 
producing facilities, such as construction of water and sewer systems. The 
debt retirement for revenue bonds is pledged primarily from the revenues 
produced by operation of the facility. Interest rates on this type of bond 
depend on the type of facility financed, the economic environment and economic 
feasibility. Revenue bonds do not count against a locality's legal bonding 
capacity, but generally carry a higher interest rate than general obligation 
bonds due to greater risks, Therefore, it is sometimes necessary to increase 
user charges in order to insure that revenues will be sufficient to cover 

ee 

Tone will be no distinction between school and other purpose debt. 
Debt, except for bonds issued for water, gas, electric and power, sanitary 
sewer facilities ordered constructed by Department of Water and Air Resources 
or to prevent beach erosion, limited to 8% of appraised valuation. Sanitary 


sewer bonds are not subject to the limitation if found to be self-supporting. 
(G2S- 159-55). 
70.9, 153-80 


4a 3, 153-77 
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payment of the revenue bonds « The sale of revenue bonds is governed by State 
ere 

Property Tax. The tax levied by counties that produces the most sub- 
stantial amount of revenue is the ad valorem general property tax. It covers 
essentially all forms of real and personal property except intangible property 
and certain classes of property (churches, schools, etc.). The North Carolina 
constitution limits the county tax rates to 20 cents on the $100 rataeren 


for "general" purposes (with exceptions) .* 


bGenera. 'purposes~inelude: 

1) law enforcement, 2) operation of jails, and 3) the county governing 
board, "Special" purpose expenditures include: 1) public health, 2) welfare, 
3 


3) agriculture programs, and 4) the erection and repair of jails. 


scales Tax. Al percent sales tax that is collected and distributed by 
the State can be authorized by the county commissioners. The proceeds are 
allocated between the county and municipalities therein in proportion to 
their respective populations or in proportion to the ad valorem tax levies 


of each.* Polk County has levied the sales tax. 


Dog Taxes. Counties may impose a regular tax of $1.00 on male dogs and 
5 


$2.00 on open female dogs, as well as listing them as personal property. 


: 
“Revenue Bond Act of 1938 (G.S. 160-413), This act was repealed by 
Peeetom eave 19/71. co. /S0,-s. 14, effective July 1, 1973. 


“on July 1, 1973, the 20 cent limitation will be eliminated and will 
thereafter depend upon State statutes. 


AWlicker, Warren Jake, County Revenues and Expenditures in North Carolina, 
Institute of Government, Chapel Hill, 1972, p. 16. 
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Polk County has a dog tax. 


Real Estate Stamp Tax, This tax is levied by the State. It is collected 
by the register of deeds and the proceeds go into the county general fund. 
The tax is $.50 on each $500 (or fraction) of the value of the property 


i 
conveyed. 


State-Shared Taxes. Intangibles (stocks, bonds, notes, cash, accounts 
receivable, mortgages, etc.) are taxed by the State and proceeds of the 


taxes, less the cost of collection, are returned to the local county in part 


ae : ‘ , : 7 
according to the county of collection or in proportion to population. 


state Aid. State aid consists primarily of aid for health and welfare 
purposes, Aid for health and welfare depends on specific programs and vary 
according to counties. The exact amounts received for each program is 
difficult to determine because the aid is usually received without separate 


designation. 


Federal Aid. Federal aid is an important part of county revenues, 
Federal aid is used to meet health and public welfare expenditures as well 
ae lor particular projects. 
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ABC Receipts. The net proceeds from the operation of county liquor stores 
constitutes county revenue. In most counties, the county government and munic- 
ipalities within the county share the net proceeds as authorized by special 


acts of the State legislature.” Polk County receives revenue from the ABG 


suere in iryon. 
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CAPITAL IMPROVEMENTS BUDGET 


As was previously discussed, an understanding of the financial capa- 
bility of Polk County's government is necessary before an evaluation can be 
made of the ability of the County to finance the needed capital improvements. 

A study of this kind is difficult because information must be gathered 
from a number of sources. In addition, differences in classification, 
terminology, priorities, and auditing procedures abound. Also, the 1972 
audit was not completed in time to be included in this study. The 1972 
budgst was used in place of the audit; but, the budget estimated expenditures 
only. lstimated revenues were not included in the budget, consequently, the 
i972 revenue figures were projected from past trends. Therefore, every care 
should be taken when using the Capital Improvements Budget for specific long 
range planning projects--a capital improvements budget must be continually 


revised and adjusted to meet changing needs. 


Revenues and Expenditures, 1967-1972 


Valuation trends, tax rates, and assessment ratios for Polk County 


during the period between 1967-1972 are shown on Table 1. 


TABLE 1 
VALUATION TRENDS, 1967-1972 

Assessed Appraised Tax Assessment 

Valuation Valuation Rate Ratio 
1967 $21 943,619 $48 ,763 598 $1.20 L5% 
1968 LAS Oo Wey ap) AS OP OBS: i ere 45 
1969 245021040 £9 ,055,090 URS) 50 
1970 SIO ESS Pues) 60,379,556 ooo 50 
nO / 1. ELON PASE Pieter) 61,506,778 AS 50 
hoe Bi 520,4.51 62,052,902 toe 50 


ah 


Tit 


eon eh thy mer) as 
SA aE ale 


The County's tax rate fluctuated from $1.20 per $100 of assessed valu- 
ation in 1967, to $1.35 in both 1968 and 1969, to $1.33 in 1970, to $1.38 in 
1971, and to $1.73 in 1972. A revaluation of property occured in 1969. The 
tax rate was lowered in the 1969-70 fiscal year as a result. However, in 


1971 and again in 1972, the rate was increased (to pay for the hospital bond 


issue). By taking action guch as this, Polk County risks causing confusion 


and disapproval among the citizenry, since the rate is likely to change 
abruptly « In addition, the Gounty is losing funds which are desperately 
needed for capital improvements. By maintaining a stable tax rate, Polk 
County would not only promote both predictability and public acceptance, but 
would also be able to establish a capital reserve Omagh 

The total assessed valuation for Polk County increased from $21,943,619 
in 1967 to $31,526,451 in 1972, The last revaluation took place in 1969. 
One can see the increase in appraised valuation that took place during the _ 
1969-70 fiscal year (see Table 1). 

General fund revenues for Polk County increased from $138,134 in 1967 
to approximately $213,711 in 1972; an increase of $75,577. Much of that 
increase was due to an increase in revenues from taxation and "Other Revenues, "“ 
Presently, the State Constitution limits county tax rates to 20 cents on the 
$100 valuation for general fund purposes; but, this limitation will be elimi- 


nated effective July 1, 1973. Thereafter, limitations will depend upon statutes. 


through a capital reserve fund, Polk County could tax ahead in antici- 
pation for needed capital improvements and thus eliminate or lessen the need 
for borrowing, The capital reserve funds may be deposited with the State 
Treasurer to be invested and held util time for construction of the scheduled 
improvement e 


“See footnote .on-lable Zz. 
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The largest single revenue producer in the general fund has been the tax 
collections, The Tryon ABC Store revenues have been a significant source of 
revenue for the general fund. Twenty-one percent of the total general fund 
revenues resulted from the ABC revenues in 1967. In 1972, approximately 
9 percent of the total general fund revenues resulted from the ABC revenues. 
The "State Intangible Personal Property Tax" has been a significant revenue 
producer for the general fund; it increased from $35,973 in 1967, to approxi- 
mately $47,871 in 1972. 

Within the special fund revenues, both the "Total Welfare and Social 
Security Funds" category and "Debt Service" category were the largest revenue 
producers, With the exception of the "Farm Demonstration" fund, the "Home 
Keonomist" fund, and the "Community Consultant--Soil Conservation" fund, all 
the funds within the special fund increased in revenue (see Table 2). 

General fund and special fund expenditures from 1967 to 1972 are shown 
on Table 3. General fund expenditures have increased from $101,857 in 1967, 
to $212,116 in 1972. The expenditures for "Personal Services" accounted for 
the largest expenditure during every year since 1967. The category "Other 
Expenses" has accounted for the second highest expenditure during every year 
since 1967, but increased at a faster rate than did the "Personal Services" 
category. Expenditures for "Materials and Supplies" have increased at a steady 
rate between 1967 and 1972, The expenditures for "Capital Outlay" were the 
most unpredictable expenditures in the general fund ranging from an expendi- 
ture of $984 in 1967, to $49,029 in 1969, to $6,173 in 1971. 

Special fund expenditures increased from $123,767 in 1967, to $355,158 
in 1972. The "Total Welfare and Social Security Funds" expenditures consti- 


tuted the largest expenditure in the special fund during every year since 1967. 
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Expenditures for "Debt Service" ranged from $553 in 1967, to $143,508 1m 1072. 


Expenditures for every fund in the special purpose fund increased between 1967 


and 1972 (see Table 3), 

In summary, the general fund revenues have exceeded the general fund 
expenditures in five of the past six years. In 1969, the general fund expendi- 
tures exceeded the general fund revenues. The special fund expenditures 
exceeded the special fund revenues in five of the past six years. In 1969, 


the special fund revenues exceeded the special fund expenditures. 


Revenues and Expenditures, 1973-1978 


lt is very difficult to accurately project revenues and expenditures for 
a small county. Several factors can greatly affect the economy of a small 
county such as the gain or loss of a single industry, a significant change in 


the local, state or national economy, the decline of population, etc. Thus, 


as the economy and population of a county changes--so does the financial well 
being of the county government, However, sound fiscal management is the major 
role in balancing the budget. 

In an attempt to gain an insight as to the amount of money that Polk 
County will have available to aid in the financing of needed capital improve- 
ments during the next six year period, mathematical projections were made for 
the 1973 to 1978 period for expenditures and revenues using primarily the 
trends from 1967 to 1972 as input data, thereby, basically assuming that the 
past financial trends will be indicative of future trends. The data for 1973 
was taken primarily from the budget report for the County. 

Three mathematical projections for each category were made using the 
arithmetic, geometric and least square methods. In several cases, the 
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projected figures reflected sudden increases or decreases in the revenues 
and expenditures rendering the projections invalid or conspicuous. Where 
this occurred, adjustments or projections were used which minimized abrupt 
fluctuations and maintained a proper perspective. Also considered in deter- 
mining future projections were anticipated major changes in policy or 
responsibility. Where valid, projections were adjusted to reflect these 
anticipated changes. 

As can be seen from Table 4, the largest projected source of revenue 
for the general fund will continue to be the tax collections, with "Other 
Revenues" the second largest. Both the ABC revenues and revenues from the 
"State Intangible Personal Property Tax" will continue to increase at a 
normal rate. The next revaluation, scheduled for 1976, will have a signifi- 
cant affect upon the taxes allocated to the general fund. 

The most significant special fund revenue for the study period will be 
the recently appropriated Federal revenue sharing funds. According to Federal 
guidelines, revenue sharing funds are to be used for priority expenditures and 
necessary capital expenditures. Another significant projected revenue is the 
"Total Welfare and Social Security Funds" category. Although these figures 
were projected from past trends, the funds are highly dependent upon soe 
State and Federal aid (see Table 4). 

Estimated general and special funds expenditures can be seen on Table 5. 
The most significant general fund expenditures are the expenditures for 
"Personal Services" and "Other Expenses." Based on past trends, the expendi- 
tures for "Other Expenses" will precede "Personal Services" expenditures during 
the coming six years (see Table 5). Total general fund expenditures are ex- 
pected to increase from $271,608 in 1973, to $368,273 by 1978. 
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Total special fund expenditures are expected to increase over the next 
six years--from $451,475 in 1973, to $469,899 in 1978. The most significant 
special fund expenditures will be "Revenue Sharing Funds," "Debt Service," 
and "Total Welfare and Social Security Funds." Every category of expenditures 
within the special fund is expected to increase over the next six years with 
the exception of the "Revenue Sharing Funds" and "Debt Service." As the 
amount of revenue sharing funds is likely to fluctuate with each year, the 
Capital Improvements Budget should be adjusted accordingly (assuming that this 
Federal program continues). 

In summary, the general fund revenues are expected to exceed the general 
fund expenditures in all of the coming six years. However, the special fund: 
expenditures are expected to exceed the special fund revenues in five of the 
coming six years. In 1978, the special fund revenues are expected to exceed 
the special fund expenditures (see Tables 4 and 5). 

If the amount of general and special fund revenues that are projected 
do materialize, and the amount of general and special fund expenditures that 
are projected materialize, then Polk County may not have the financing needed 
to implement the capital improvements desired, This does not mean that Polk 
County will be in an unsound position financially because there are certain 
varibles that could influence the budget significantly. These varibles that 
should be considered significant are: 1) the amount of cash revenue remain- 
ing at the end of the fiscal year and how that cash reserve is incorporated 
into the budget, 2) the amount of expenditures for capital outlay in the 
general fund, 3) how the Federal revenue sharing funds will be spent, 

4) the amount of Federal and State aid received, especially for health and 


welfare purposes, and 5) the impact of the forthcoming revaluation in terms 


2), 


of additional tax money, . In planning the budget in coming years, the afore- 
mentioned varibles should be examined closely. In addition, because of the 
possibility of the short life of the revenue sharing funds, this program 


should not be depended upon for the financing of any long-term bonds. 


Bonded Indebtedness 


Counties often find themselves in the position of having to sell bonds 
in order to finance major capital improvements. Polk County issued a bond to 
finance a new hospital facility. Currently, Polk County has an outstanding 
bonded indebtedness of $1,295,000 (see Table 6) for that facility. This bond 
will not be paid off until 1994. 

Shown on Table 6 is the principal due, the principal plus interest, the 
total outstanding bonded indebtedness, and the estimated debt ratio (total 
bonded indebtedness divided by the projected appraised valuation). The debt 
ratio is one of many varibles used to determine the marketability of bonds. 
The estimated debt ratio for Polk County's bonded indebtedness is favorable. 

Table 7 shows the projected assessed and appraised valuations, and the 
projected legal debt limit. The debt limit is based on the statutory limita- 
tion of 8 percent of assessed valuation in 1972-73 and & percent of Sete 
valuation from 1973-74 through 1981-82. This change will double the amount of 
bonds the County can issue under the legal debt limitation. However, this is 
a statutory limitation and the State of North Carolina Local portent Com- 
mission makes the final determination of a county's capacity for incurring 
debt. Some of the considerations used by the Commission in making the deter- 
mination are: 1) current interest rates, 2) the condition of the national 


economy , 3) current public debt per capita, 4.) the current assessment ratio, 
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and 5) the current ad valorem tax vote. 

The bond rating is important to the locality interested in issuing bonds. 
As previously mentioned, a bond with a particular letter rating may sell with 
a yield from one-tenth to one-quarter of one percent lower than a bond with 
the next lower grade. The three best known national rating organizations are 
Moody's Investors Services, Incorporated, Standard & Poor's Corporation, and 
Dun and Bradstreet, Incorporated. Ratings by local organizations supplement 
the national ratings and frequently the local services provide the only ratings 
available to the smaller Nedality J Polk County's bond rating is not favorable. 

If bonds must be issued, then the County should keep its debt service 
total to 25 percent of the principal in the first five years. The Local 
Government Commission generally recommends that a twenty-year amortization 


period be utilized. 


rend Ratings, Local Government Commission, Raleigh, 1970. 
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PRIORITIES 


One of the most important aspects of a capital improvements program is 
the assigning of priorities to the various projects to assure that the pro- 
posed projects are undertaken in their proper sequence. In designating 
priorities, which were determined by County officials, the following criteria 
were useds 
Priority A. Projects which need not be postponed, These may be needed to 
complete an essential, partially finished project, to maintain a minimum, pres- 
ently established departmental program, or to meet an emergency situation. 
Initiation of project is usually established during the first to years of thé 
six-year planning program; 

Priority B. Projects which should be initiated within the third and/or fourth 
year of the six-year planning program to meet anticipated needs of a current 
departmental program or for replacement of unsatisfactory facilities; 

Priority C. Projects which should be initiated within the last two years of 
the six-year planning program to meet the needs for proper expansion of depart- 
mental programs and replacement of unsatisfactory facilities. 

Cost estimates for the proposed improvements are shown on Table 8, but 
are considered "general" appraisals to be used as a basic guide to the finan- 
Cial involvement of Polk County. the probable sources of funds are also 
indicated. At this time, there is a limited amount of funding sources because 
of the moratorium at the Federal level. If this policy should change, the 
Capital Improvements Budget should be adjusted accordingly. 

From Table 8, one can see that the type of improvement is categorized 
within six classifications: 1) County Administration and Facilities, 2) 
Public Safety, 3) Sheriff's Office, 4) County Health Department, 5) County 


Library, and 6) Solid Waste. Where the cost of the improvement was undeter- 


mined, an "x" was placed in the column in which year the project should be 
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METHODS OF FINANCING CAPITAL IMPROVEMENTS 


General Obligation Bonds 


General obligation bonds are financed from property taxes, through 


benefit assessment, or by utility revenues. The assessed valuation of property 


in the county is pledged as security toward payment of general obligation bonds. 


These bonds are therefore, tax liens on all assessable property in the county. 


EXTSTING CONSTITUTION AND STATUTES 
PREGhe lO JULY 1, 19173 


DEBT 


(a) Voter approval required for con- 
tracting debt (issuing bonds or other 
obligations, contracts or agreements 
requiring payment beyond current fiscal 
year) if: 


(1) amount of debt already 
contracted in a fiscal year 
exceeds 2/3 of net debt 
reduction for preceding year; 
Virricle V, Section 24(1), or 


(2) purpose of issue is for "non- 
necessary" expense (judicial 
determination airports, hospitals, 
etc.) even is amount is within 2/3 
mules (Article Vv, Section, 4(2); 
Pore tO Uy veer GL Choy, 
Section 6) 


(b) Other limitations on debt: 


(1) Debt for other than school 
purposes--limited to 5% of 
assessed valuation, except for 
bonds issued for hospital 
purposes. b620.153-873 Gove 
a27-120.23) 


#30" 


CONSTITUTION AND STATUTES EFFECTIVE 
JULY 1, 1973 AND THEREAFTER 


(a) Voter approval required for 
borrowing money secured by pledge 
of taxing power (contracts and 
agreements requiring payment beyond 
current fiscal year have no consti- 
tutional restrictions) if: 


(1) amount of debt already 
contracted in a fiscal year 
exceeds 2/3 of net debt 
reduction for preceding year; 
(Article V, Section IAG or 


(2) purpose of issue is not 
authorized by general law 
applicable to all counties; 
(Article V, Section 4(2), or 


(3) referendum is required by 
law. 


(b) Other limitations on debt: 


(1) No distinction between 

school and other purpose debt. 
Debt, except for bonds issued 
fer water, gas, electric and 
power, sanitary sewer facilities 
ordered constructed by Depart- 
ment of Water and Air Resources 
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(2) Debt for school purposes-- or to prevent beach erosion, 


limited to 5% of assessed limited to 8% of appraised 
valuation, except when county valuation. Sanitary sewer 

has assumed all school districts! bonds are not subject to the 
debt, then limitation is 8% of limitation if found to be 
assessed valuation, (G.S. 153-87) self-supporting. (G.S. 159-55) 


(2) Contracts and agreements 
requiring payment beyond 
current fiscal year are 
treated as if they were bond 
issues by requiring that they 
be approved by the Local 
Government Commission and 
that the sums committed 
thereby be counted against 
the legal debt_limit. 

(4.8. 159-150)* 


Revenue Bonds 


State law regulates revenue bond sales. The maximum length that bonds 
can run is 40 years. Revenue bonds do not count against the locality's legal 
bonding capacity in that they eventually pay for themselves. 

While revenue bonds are outside the debt limit, revenues must be suf- 
ficient to cover payment of the bonds after all operating costs have been 
met. ltt is sometimes necessary to increase user charges to meet these con- 


ditions. 


Special Assessment or Benefit Assessment 


In order to pay in part or in full for an improvement, assessments are 
sometimes levied upon those property owners specifically benefitted by the 


improvement. Such an assessment may be levied against property where a water 


| imma of Tax and Debt Limitations, Local Government Commission, 1971. 
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or sewer line is to be installed, Special assessments usually apply also 
to churches, institutions, etc., that are ordinarily exempt from property 


taxes. General obligation bonds sold by a locality are sometimes repaid 


through benefit assessment, 


Current Revenues 


In addition to general operating costs, current revenue funds are the 
major source of capital improvements in the annual budget. Financing from 
current revenue is a pay-as-you-go policy, Disadvantages occur when expendi- 
tures are of comparatively large amounts, This results in unusual flucuations 
in the tax rate which could be eliminated by distributing the cost over 
several years with long-term bonds, Sometimes user charges, such as those 
for water, are increased so that capital improvements can be financed from 


current revenues. 


Capital Reserve Funds 


This is a savings fund in which monies are added from the general fund 
or from a tax levied for this purpose. These monies are set aside for future 
necessary capital expenditures. ‘This fund can be used to even out large 


capital expenditures which occur infrequently. 


Subdivision Regulations 


Subdivision regulations may require subdividers to provide certain 
public improvements at the time a new subdivision is built. Street grading, 
water mains, storm and sanitary sewers, and sidewalks may be required, If 
sufficient manpower and equipment are available, the county itself may install 


Bp. 


the improvements with the subdivider paying the cost. When the subdivider 
takes the responsibility for constructing improvements, the county must in- 
spect the improvements before approval of the final subdivision plat, or a 
performance bond should be posted to guarantee that all improvements will be 


installed in accordance with specified standards. 


State and Federal Grants and/or Loans 


State and federal grant-in-aid programs are frequently available to plan, 
construct, and finance capital improvements. Revenue sharing is one of the 
new financial sources available to counties to aid in the acquisition of public 


facilities and improved services. 
Private Gifts 


Bequests, grants, donations, and private subscriptions of land, money, 
buildings, or equipment are sometimes made to municipalities and counties. 
Several examples may illustrate possibilites; a local manufacturing concern 
may build a facility for the county; an estate or trust may specify money or 
land for a public park; a service club may raise money to provide facilities 
forsa public park or owner public use, Care must be exercised, however, so 
that a particular gift will not become a burden to the county. A building 
donated for public use may not necessarily be free if it is obsolete and in 
need of remodeling. In the long run, it may be cheaper for the county to 


construct a new building designed specifically for an intended and needed use. 
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VI 
ENVIRONMENTAL CONSIDERATIONS 
CAPITAL IMPROVEMENTS BUDGET 


POLK COUNTY, NORTH CAROLINA 


The following is submitted to meet Federal requirements under Section 
4-6a of the HUD Handbook, and State requirements as defined in the North 
Carolina Environmental Policy Act (GS 113A). 

ABSTRACT, The six-year capital budget analyzes Polk County's past fiscal 
trends and its current financial status. Anticipated revenues and expendi- 
tures are projected annually for the next six years in order to determine the 
County's ability to finance the needed capital improvements, 

ENVIRONMENTAL IMPACT? No adverse effects upon the environment are anticipated 
if any of the proposed projects are implemented. In fact, most of the projects 
should ocr beneficial effects on the environment. However, the environmental 
impact of individual projects cannot be realistically assessed until actual 
project planning and design occurs. 

ADVERSE ENVIRONMENTAL EFFECTS? None are anticipated. 

ALTERNATIVES TO PROPOSED PLANS? The proposed projects and plans are flexible. 
However, no alternatives are scheduled at this time. Natural alternative 
selections or variations would be made if the principal plan or plans are 
abandoned. 


RELATIONSHIP OF SHORT-TERM TO LONG-TERM EFFECTS ON ENVIRONMENT The project 


plans include both immediate and future area needs, including large and small 
projects, thus, some of the proposed projects, if implemented, will have a 
very short-term effect on the environment while others being larger in scope 
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will effect the environment over a longer time period. 
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IRREVERSIBLE AND IRRETRIEVABLE COMMITMENT OF RESOURCES? None. 
APPLICABLE FEDERAL, STATE, AND LOCAL ENVIRONMENT CONTROLS. 
Federal 
National Environmental Policy Act of 1969, 
Land and Water Conservation Fund Act - 1964. 
Executive Order 11515 - Protection and Enhancement of Environmental 
Quality. 
Environmental Quality Improvement Act of 1970. 
State 
State Environmental Policy Act, 1971. 
Water and Air Quality Reporting Act, 1971. 
pole Conservation District Law, 1937. 
MIGRATION MEASURES PROPOSED TO MINIMIZE THRE IMPACT. Specific measures cannot 


be determined until the project planning and design phase is reached for each 


individual project recommended in this study. 


= /= 


+i 9 eG A a 


ceenoy eines AS ey 


aoe Tt + 3 
- ‘? _ 
Prt SEPUL pita banged 
nt =, 
“ 
' A 
e 
; 
> 
™ - 


yer nied aan sc 
i, % en See 
Why yet 

hae BY), 


re 


‘i 
it 


a > 
‘ y a a es 
he 4 4 ri 
4 4 
Lat , 
é 
i 4 
why 
+ F i 
. 
‘ 
xe 
{ 
. 
be « 
} 
u s 4 
i 
A Fe ; 
a 
, i 5 he 


